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Protests by angry Argentines continue as government officials press their case for financial
assistance to officials of the US Treasury Department and the International Monetary Fund (IMF).
Meanwhile, President Eduardo Duhalde is preparing his budget for this year, scheduled to be
released Feb. 2, which could set off new protests.
Tens of thousands of Argentines participated in pot- banging demonstrations in major cities
throughout the country on Jan. 25. In the capital, more than 10,000 middle-class Argentines stood
alongside the unemployed, calling for an end to the government's economic austerity measures. Riot
police fired tear gas and rubber bullets at demonstrators early Jan. 26, after what began as a peaceful
protest became violent. At least 13 people were injured in downtown Buenos Aires.
The Jan. 25 protest, the first against Duhalde's government, underscored the public's anger at the
unpopular steps he has taken to improve the economy, now in its fourth year of recession. Since
taking office Jan. 2, Duhalde has devalued the peso by more than 40% and further tightened the
hated banking restrictions (corralito) that have kept Argentines from the money in their bank
accounts. The spontaneous "cacerolazos," the pot-banging protests in middle-class neighborhoods,
have begun to merge with demonstrations by associations of pensioners and the unemployed, trade
unions, and other social groups.
"We do not bang on pots, because we don't have any," said a leader of the "piqueteros," the group
of unemployed who protest by setting up roadblocks. "We don't bang our keys because we have no
homes. We are not demanding our back wages because we have no work. Nor do we have money in
the bank, although we feel solidarity with those who have been affected by the corralito, because if
their savings is in the banks, [the banks] should give it to them."
Duhalde pleaded for calm and time. "We can't solve all of the country's problems in three weeks,"
he said in a radio address Jan. 26. "I only ask one thing of all Argentines keep up your hope. I'm
only here for two years, and my promise is that at the end of my term, I'll have the country back on
track." Duhalde says the situation is perilous. "It's only one step down from the depression we are
living in to anarchy and chaos," he said Jan. 22. "I'm convinced I can manage this situation, difficult
as it seems. But there is no margin for error as we are on the verge of chaos."

Banks in crisis
Two days earlier, Duhalde had backtracked on a promise made during his inauguration speech,
saying that about US$45 billion in dollar-denominated bank accounts held by Argentines probably
would be changed to pesos. Warning of large-scale bank failures, financial institutions have been
pressuring Duhalde to convert all bank accounts to pesos. Duhalde originally said he would leave
savings in dollars, while converting most loans to pesos. Now, he said, deposits could not be
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 3

LADB Article Id: 53205
ISSN: 1089-1560

returned in dollars since dollars have all but disappeared from the banking system. Argentines
pulled US$7 billion from their accounts in the month before bank restrictions were imposed in
December. "What we are going to do is maintain the purchasing power of the money that the people
deposited," Duhalde told reporters, without giving details.
"[The government's] promise to maintain the value of dollar deposits has been jettisoned to save
the banks. In the process, the middle class has been massively robbed," said Christopher Ecclestone
with Buenos Aires Trust brokerage. "If the pressure cooker was bulging at the sides before, it is now
almost ready to blow its lid." Meanwhile, Argentine courts stepped up their investigation into the
exodus of bank deposits that helped set off the current economic crisis.
On Jan. 18, authorities raided the local offices of foreign banks, including London- based HSBC
Holdings, New York-based Citigroup, and Banco Frances, owned by Spain's Banco Bilbao Vizcaya
Argentaria. The daily newspaper Noticias reported that a group of wealthy Argentines moved
large sums of money out of the country between Dec. 7 and 14, with the transfers facilitated by the
Banco General de Negocios (BGN). The report said investigators were convinced that at the end of
the chain of those responsible they would find former economy minister Domingo Cavallo, who
imposed the banking restrictions.
"We are trying to determine whether there was influence- peddling between the government and
business and financial institutions that would have given prior warning of the banking freeze that
gravely impacted the 40% of Argentines in the middle class," said Franco Caviglia, a federal deputy
on the congressional commission investigating the accusations.
As the banking crisis deepened, central bank (Banco Central de la Republica Argentina, BCRA)
president Roque Maccarone was forced to resign Jan. 17 after repeated disagreements with Duhalde
about how to minimize damage to the banking system by the devaluation. Maccarone, a protege of
Cavallo who was appointed last April, argued that bank loans of more than US$100,000 originally
owed in dollars should be repaid in dollars. Duhalde preferred allowing them to be repaid in pesos
at the new official rate.
The government has already ordered that repayment of smaller loans be accepted in pesos at the old
one-to-one rate, potentially resulting in billions of dollars in losses for lenders. BCRA vice president
Mario Blejer succeeded Maccarone. Blejer, a former IMF official, could be a key player as Argentina
tries to mend its fences with the international lending organizations.

IMF keeps up demands
On Jan. 16, the IMF granted Argentina a one-year reprieve on repaying a US$933 million IMF
loan due Jan. 17. IMF managing director Horst Koehler said the action represented the IMF's
"desire to help Argentina overcome its difficult economic and social situation." But the IMF has not
backed away from its demands for more austerity, which include requirements of a new Argentine
monetary policy, shoring up the banking system, and "sustainable" budget and fiscal policies.
Koehler called for more reforms, including a free- floating currency and aid for foreign-owned
banks. "The most important thing for the moment is to restore the payment system in Argentina,"
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Koehler told Reuters. "The banks must be closely looked at and a process of restructuring the banks
started. This includes, at least this is our advice, the foreign banks."
The Duhalde government must also negotiate with the nation's creditors regarding debt-service
payments if it seeks the political support and financial assistance of the IMF, said IMF deputy
managing director Anne Krueger. "When we study the lessons [of the Argentine crisis] we will
be able to see what could have been done so that the results would have been more stable," said
Krueger. "It is still too early" to look back and objectively determine where to place the blame, said
Krueger with respect to the role of the policies of the Argentine government and of the international
financial institutions in the crisis.
On Jan. 28, Argentina's Foreign Minister Carlos Ruckauf met in Washington with US Treasury
Secretary Paul O'Neill, giving him an assessment of Argentina's most pressing problems, but the
two did not discuss a timetable for possible new assistance, said a Treasury official. "The main
points that the secretary made were that we would continue to be supportive of Argentina as they
work to develop a sustainable economic plan," said the Treasury official, who spoke to reporters
on condition of anonymity. "When they develop that plan, we will support them through the
international financial institutions."
The Bush administration is supporting the IMF's position that the Duhalde government must
adopt a more credible currency regimen, drop controls on bank withdrawals, come up with an
acceptable plan to restructure foreign debt, and deal with soaring budget deficits. Critics say they
do not understand why the government is engaged in talks with an organization that some call
the International Misery Organization, and which many blame for the current mess. "What are we
doing there? The IMF always tells us to cut spending more, but that just pushes us further into a
hole," said an advertising executive in Buenos Aires.

Budget pressures
Duhalde is under great pressure as he prepares his 2002 budget. After several delays, the
administration will present its economic plan and "sustainable" 2002 budget Feb. 2. Duhalde says
the budget will "leave no head of household without a source of income." Duhalde described the
corralito as a "time bomb," but said even more serious was the growth of poverty, with a million
people joining the ranks of the poor in the 1990s and 650,000 falling into poverty in Buenos Aires
alone last year. "The primary debt of the government is to those who have no income," he said.
"That is my principal concern. We are going to reach everyone. We are going to incorporate families
into our employment and training program."
The government is struggling to devise a budget that will calm public anger and satisfy calls by the
IMF for steep cutbacks in spending seemingly incompatible goals. The budget will likely contain
tough spending cuts that could provoke a fresh round of rage.
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